Introduction
Following the declaration of independence in 1991, the Republic of Slovenia embarked on labor law reform fairly late. Until 2003 employment relations were regulated by the Basic Rights Stemming from the Employment Act, 1 which was a law of the Socialist Federative Republic of Yugoslavia. Labor law reform only began after the ownership transformation of companies in the mid-nineties of the past century. The new Employment Relations Act 2 (hereinafter referred to as the ERA) was adopted only in 2002, and it entered into force on the 1 st January 2003. The ERA is a fundamental act that regulates individual employment relations. The salary system is regulated in a separate chapter entitled Remuneration.
The new ERA retained the unity of employment relations. It applies to all employees, in the private as well as in the public sector, and thus it also regulates the employment relations of the employees hired by the state bodies, local communities, institutions, other organizations, and private persons performing public services.
In July 2002, the National Assembly of the Republic of Slovenia adopted the Civil Servants Act 3 (hereinafter referred to as the CSA), which in the first part regulates common principles and other common issues of the civil service system for the entire public sector, and in the second part determines the particularities of the employment relations of civil servants employed in state bodies and in local community administrations. 4 In relation to the ERA, the CSA is a special law for which the doctrine lex specialis derogat legi generali applies, i.e. a law governing a specific subject matter (lex specialis) is not overridden by a law governing general matters (lex generalis). DOI: 10.2478/v10051-009-0012-3 In the field of salary system regulation, the ERA, as already stated above, dedicated an entire chapter to the mentioned subject and regulated to a fairly high degree of detail salaries and some other income (e.g. pay for annual leave, retirement severance pay) as well as the reimbursement of expenses related to work. In this respect autonomous acts are also important, i.e. collective agreements, which, as a general rule, regulate the salary system in a salary annex to the relevant collective agreement. Furthermore, a special act was adopted for employees in the public sector, i.e. the Salary System in the Public Sector Act 5 (hereinafter referred to as the SSPSA), which regulates all details of the salary system of high officials, directors, and other representatives of legal entities governed by public law (e.g. deans, principles, hospital administrators), and civil servants in the public sector. 6 The SSPSA regulates only salaries, and not other employees' incomes.
In the field of collective labor law, the Collective Agreements Act 7 was adopted in May 2006. New collective agreements at the branch level and collective agreements at the company level are adopted on its basis. The General Collective Agreement for the Commercial Sector 8 was abrogated in 2005 and ceased to be in force at the end of June 2006. An important feature of the cited collective agreement was that it applied for all employers in the private sector, which was to the benefit of employees, as they were recognized more rights than determined in the ERA. Pursuant to the Collective Agreements Act, employers are bound by those collective agreements at the branch level which apply to employers associations that the employer is member of (e.g. a commercial company is a member of a commercial association and thus the employer is bound by the collective agreement for commerce). In view of the fact that membership in employers' associations is voluntary many employers are not members of such associations and therefore they are not bound by collective agreements at the branch level. However, in order to avoid great differences between employees with reference to the harmonization of salaries, payments for annual leave, and the reimbursement of expenses related to work, the social partners signed a special collective agreement which determines the minimum payments for the above-stated purposes and which applies to employers who are not bound by any of the collective agreements at the branch level.
In 2003, the new Labor and Social Courts Act 9 was adopted, which contains a new regulation of judicial protection in individual and collective labor disputes as well as in social disputes. Furthermore, the Minimum Wage Act 10 and recently the Financial Participation Act 11 were also adopted.
The ERA is the most important act by which the salary system in the Republic of Slovenia is regulated along with autonomous acts, primarily collective agreements.
General Information on the Salary System and the Statutory Basis for Remuneration
One of the fundamental rights of employees is to receive remuneration for their work and one of the fundamental obligations of employers is to pay their employees for the work performed. A salary is the basis for paying contributions for various social insurances, e.g. retirement insurance, disability insurance, unemployment insurance, parental leave insurance, maternity leave insurance. Employees are the weaker parties in a contractual relation with their employer and thus the provisions of labor law protect them against irregularities in determining their remuneration. Employees are entitled to a salary, which must always be paid in the form of money, as well as to other additional payments (e.g. payments in kind, securities), the reimbursement of expenses related to work, various salary compensations, and other incomes (e.g. pay for annual leave, a bonus based on years of service, solidarity allowance). Remuneration is not only an important component of the employment contract in a bilateral relation between employee and employer, but the established salary system in the country greatly influences, inter alia, the socio-economic conditions in the country, its economic and social development, the labor market, unemployment, inflation, gross domestic product growth, as well as the degree of respect of human rights, especially rights to social security. This is why the sate also interferes with the salary system by adopting regulations and by being a partner in social bargaining. The social partners determine the frameworks of the salary system by a social agreement. Consequently, determining remuneration is not left merely to a contractual agreement between employees and employers. Finally, this field is regulated by international as well as national provisions which guarantee a minimal scope of rights to the employees, whereas collective agreements at the branch level and collective agreements at the company level determine in more detail the scope of the rights which are recognized.
In addition to the ERA, which is a fundamental act that regulates the salary system in the private sector, the Minimum Wage Act is also important. The latter determines a minimum salary which employees must be guaranteed regardless of their work results. 12 The ERA lays down the minimal scope of rights regarding remuneration, which may be broadened by collective bargaining or the employment contract. This is a principle in favorem laboratoris, which is determined in the second paragraph of Article 7 of the ERA, and according to which the employment contract and collective agreement may determine rights which are more favorable for employees than those determined by the ERA.
The statutory remuneration regulations in the Republic of Slovenia respect relevant international documents which bind employers to appropriately pay employees for their work. These international documents are: n the Universal Declaration of Human Rights (adopted and proclaimed by the General Assembly of the United Nations in 1948) in Article 23 binds together the right to remuneration and the right to work, and in the relevant part reads as follows: "Everyone who works has the right to just and favourable remuneration ensuring for himself and his family an existence worthy of human dignity, and supplemented, if necessary, by other means of social protection."; n the International Covenant on Economic, Social and Cultural Rights (adopted by the General Assembly of the United Nations in 1966), which in Article 7 determines the right to remuneration which provides all workers, as a minimum, with fair wages and equal remuneration for work of equal value without distinction of any kind, in particular women being guaranteed conditions of work not inferior to those enjoyed by men, with equal pay for equal work and a decent living for themselves and their families; n the European Social Charter (first adopted by the Council of Europe in 1961 and revised in 1996) , which recognizes all workers the right to fair remuneration sufficient for a decent standard of living for themselves and their families (the fourth paragraph of Part I of the revised Charter); 13 The Republic of Slovenia has also implemented all directives referring to individual labor law, including the directives referred to remuneration. These directives are: 
The Salary System as Determined by the Employment Relations Act
In the former system remuneration for employees' work was regulated only by collective agreements at different levels, particularly by the general collective agreement and collective agreements at the branch level. The ERA laid down the salary system in a separate chapter entitled Remuneration primarily in order to ensure the greater security of employees. 14 The first paragraph of Article 126 of the ERA determines that remuneration is composed of the salary and other additional payments if they are provided for in the collective agreement. The ERA does not define a salary, however, it does determine that the salary is composed of: n he basic salary; n the part of the salary based on job performance; n extra payments; n the payment for positive business performance, if so determined by a collective agreement or the employment contract. The ERA explicitly determines that the salary must always be paid in the form of money and that the employer must respect the minimum salary laid down by the law or the collective agreement. Other additional payments are not regulated in the ERA, however, the ERA does determine that 12 A minimum wage is determined by ILO Convention No. 131 concerning Minimum Wage Fixing. The objective of the Convention was to prevent exceptionally low salaries and thereby to ensure the minimum social security of employees and their families. The Socialist Federative Republic of Yugoslavia ratified the Convention in 1982, and the Republic of Slovenia acceded to it in 1992. At present, the gross minimum wage in the Republic of Slovenia is 566 EUR, which places us in the middle of all 27 Member States of the EU. 13 The Republic of Slovenia has not ratified this Convention. 14 Employers criticize the detailed regulation of remuneration in the law. In their opinion, the salary system should be regulated by collective agreements.
eventual payments in kind must be provided in a manner laid down in the employment contract with regard to the nature of the work and existing custom. The legislature thus left it to autonomous acts, i.e. collective agreements and employment contracts, to determine any other eventual payments, except for the salary, which is defined by law in order to protect the weaker party in the employment relation, i.e. employees.
On the basis of the above-mentioned provisions of the ERA, it may be concluded that the salary is an obligatory remuneration, whereas other additional payments are obligatory only if laid down by a collective agreement or an employment contract.
Collective agreements determine starting salaries for individual tariff classifications. 15 The starting salaries in each of the tariff classifications may not be lower than the minimum salaries determined in the Minimum Wage Act. 16 The minimum salary is the lowest salary which must be ensured to the employees. The minimum salary prevents employers from paying low salaries in the lower tariff classifications and ensures that the salary has a "social element" in order to ensure employees and their families a decent life. These provisions protect employees, as the weaker party in the employment relation, against receiving salaries under the precise limit and against receiving payment in kind instead of money (e.g. in vouchers, in products that the employer produces), which would not cover the employees' living expenses and those of their families. 17
Salary
A salary is one of the types of remuneration specified by employment contract. It is an obligatory and principal remuneration, which must be paid in the form of money. It is one of the fundamental rights of employees, and is regulated in detail by the ERA.
The ERA defines that the salary is composed of: n the basic salary; n the part of the salary based on job performance; n extra payments; n the payment for positive business performance, if determined by a collective agreement or the employment contract. The ERA does not provide a definition of salary. The only definition that can be found is that of the basic salary in individual collective agreements at the branch level, which defines that the basic salary for full-time work, job performance defined in advance, and normal working conditions may not be lower than the starting salary of the relevant tariff classification.
The ERA does not define the amount of the basic salary. The amount of the basic salary is determined by the social partners in the collective bargaining and in salary annexes to collective agreements.
In accordance with the ERA, the job performance of an employee is determined by taking into consideration the economy, quality, and amount of work performed for which the employee has concluded the employment contract. The actual amount of this part of the salary is left to collective bargaining in accordance with the criteria defined in advance, whereby the ERA does not specify the upper limit. Even if the employee does not achieve the required work results, i.e. if the economy, quality, and agreed amount of his or her work are not satisfactory, his or her salary may nevertheless not be lower than the minimum salary.
The ERA determines that employees are entitled to extra payments for special working conditions related to the schedule of the work hours. Such extra payments must be paid for night work, overtime work, Sunday work, and work on certain statutory holidays and non-working days. 18 The amount of such extra payments is determined by collective agreements at the branch level.
Other extra payments for jobs having an extra work load, for working in a hazardous environment, and for work hazards may also be determined by collective agreements.
The ERA also provides for an extra payment for years of service, whereas its amount is specified by collective agreements at the branch level. 19 Pursuant to the transitional provision of Article 238 of the ERA, the employees who at the time of the coming into force of the ERA received an extra payment for years of service in the amount of 0.5% of the basic salary for each completed year of service, keep such extra payment regardless of the amount of the extra payment defined by the collective agreement at the branch level unless the ERA or the employment contract stipulate a higher amount. It represents a payment which was implemented in the former social order in which employment relations were not based on bilateral employment contracts between employees and employers, but the employees worked with resources which were socially owned (i.e. an associative employment relation). Thus, the extra payment for years of service was recognized for all years of service regardless of how much time the employee had been working for the individual employer. 15 As a general rule, collective agreements contain IX tariff classifications, into which job positions are classified according to the level of education required. 16 A minimum salary is the salary of an employee who works full time or whose working time is regarded as a full time if so determined by law, collective agreement, or a general act, regardless of the employee′s job performance. Since March 2008, the gross minimum salary in the Republic of Slovenia has been 566 EUR. 17 In 2007 approximately 23,000 employees in the Republic of Slovenia, i.e. 3% of all employees, received the minimum salary. 18 Zakon o praznikih in dela prostih dnevih v Republiki Sloveniji (The Holidays and Non-Working Days in the Republic of Slovenia Act), Official Gazette of RS, Nos. 26/1991 , 112/2005 , regulates statutory holidays and the days that are not statutory holidays but are non-working days, i.e. certain religious holidays (Easter Sunday and Monday, White Sunday, Assumption Day, Reformation Day, and Christmas) are non-working days. 19 Employers argue that an extra payment for years of service should be abolished. In their opinion it is an institution from the former system of employment relations.
A payment for a positive business performance is an integral part of the salary if so determined by a collective agreement or the employment contract. Neither the ERA nor any other law determines in which cases it is considered that the company has had a positive business performance. The definition of positive business performance is autonomously defined by the company. As a general rule it is measured in terms of the realized business objectives of the individual company.
If we consider Article 126 of the ERA, which states that the payment for positive business performance is also an integral part of the salary and that the salary must always be paid in the form of money, then the above-mentioned statutory provision regarding the payment for positive business performance is rigid. In view of the fact that it is a variable and optional part of the salary which depends on the positive business performance of the company and not on the individual employee, this part of the salary could be paid to the employees also in the form of securities, business shares, or in kind. The Council Recommendation of 27 July 1992 concerning the promotion of participation by employed persons in profits and enterprise results (including equity participation) (92/443/EEC) also requires that the Member States should encourage financial participation in the profits and enterprise results, however, not as part of the salary. It determines that the existence of financial participation schemes should not, however, stand in the way of normal negotiations dealing with the wages and conditions of employment or of setting wages and working conditions through such negotiations.
Other Additional Payments
In addition to the salary, employees may also receive other additional payments. The ERA does not define other additional payments. The legislature left the settlement of such payments to collective agreements or employment contracts, thus to autonomous regulation. A commentary on the ERA (Belopavlovič and Mežnar, 2003, 518) states that such payments are various payments in kind, e.g. accommodation, food, use of a vehicle for personal purposes, other goods or services, vouchers. With regard to the payments in kind, the ERA determines that if the parties to the employment contract agree on such payments, the manner in which such payments are provided is laid down in the employment contract (the fifth paragraph of Article 134 of the ERA). The right to such payments and their form are thus stipulated in the employment contract. Such payments are in practice known as bonuses. This term derives from taxation regulations, primarily from the Personal Income Tax Act 20 (hereinafter referred to as the PITA). Article 27 of the PITA determines that bonuses are all benefits in the form of products, services, or other benefits in kind which are given to employees or their family members by employers or other persons stemming from employment. Bonuses include use of a vehicle for personal purposes, accommodation, a loan without interest or with an interest rate lower than the interest rate on the market, a discount on goods or services, tuition fees for employees or their family members, insurances or similar payments, gifts given by employers to former, present, or future employees or their family members, and the right of employees to buy shares.
From the labor-law point of view, the above-listed bonuses can only help define other types of payments in kind. In addition to the above-listed bonuses, the following can also be regarded as payments in kind, e.g. the use of vacation or health resort apartments, a parking space, clothing, payments in the form of vouchers or products, the payment of collective voluntary supplementary pension insurance or other voluntary insurance (e.g. life, accident, health insurance), purchasing pension credit for the period of time spent at university or in the military. The ERA does not restrict the contractual autonomy in stipulating types of payments. The only rule that must be observed is the general principle that parties may not agree on payments which are explicitly prohibited by regulations or are contrary to morals, and that employees may not be awarded other additional payments instead of the salary.
In Slovenia, all the above-listed forms of payments are not widely applied in practice primarily because of taxation obligations and obligations concerning contributions for social security. The exceptions are bonuses in the form of the use of a vehicle for personal purposes for managers, and various supplementary insurances as well as the use of vacation or health resort apartments for other employees. With the reference to recognizing other types of payments, the question whether such payments are part of the salary in a broader sense will need to be answered de lege ferenda considering the fact that the taxes and contributions must be paid also for such payments the same as for salaries, and thus they should be taken into account when calculating the pension basis for an employee. According to the present regulation, however, irrespective of the fact that contributions for social security must be paid from such payments, they are not considered when a pension basis is calculated.
In the European Union this type of payment has developed in the last decade. Council Recommendation No. 92/443/EEC encourages the Member States to increase the participation of employed persons in profits and enterprise results, thus they should ensure that legal structures are adequate to allow the introduction of the financial participation by means of fiscal or other financial advantages.
Other Payments
In addition to the salary and other additional payments, the ERA also regulates other payments to which employees are entitled due to their status. Such payments are compensations, which the employers are obliged to pay, the reimbursement of expenses, and other income.
Salary Compensation
The ERA determines for which types of absences from work employees are entitled to compensation that employers are obliged to pay. The ERA also lays down the amount of such compensation. According to the ERA, employees are entitled to salary compensation which is paid from the employers' funds for the period of absence from work in the following instances: illness or injury which is not related to work, occupational illness and injury at work, annual leave, statutory holidays and non-working days, education, when the employee does not perform his or her work due to reasons from the side of the employer, paid absence due to personal circumstances (e.g. employee's wedding, death of a family member), and others.
In all the above-stated instances, except for absence from work due to illness or injury not related to work, employees are entitled to salary compensation in the amount of their average monthly salary during the past three months or during the period they worked in the past three months. If during the entire period of the past three months an employee did not receive at least one monthly salary, he or she is entitled to salary compensation in the amount of the minimum salary.
In instances of absences from work due to illness or injury not related to work, an employee is entitled to salary compensation in the amount of 80 percent of the employee's salary in the previous months for full-time work (the seventh and eighth paragraphs of Article 137 of the ERA).
Pay for Annual Leave
Pay for annual leave does not need to be regulated in collective agreements because it is regulated by the ERA and is also a subject of regulation and bargaining of the social partners in the social agreement. Pay for annual leave may, however, be regulated by collective agreements at different levels if such regulation is more favorable for employees. The ERA ensures employees an annual pay for annual leave at least in the amount of the minimum salary. 22
Retirement Severance Pay
The ERA determines that employees are entitled to retirement severance pay upon retirement in the amount of two average monthly salaries in the Republic of Slovenia for the past three months or in the amount of two average monthly salaries of the employee for the past three months, whichever is more favorable for the employee (the first paragraph of Article 132 of the ERA). Collective agreements may determine that the amount of a retirement severance pay is higher than the amount determined by the ERA, taking into consideration the principle in favorem laboratoris.
Reimbursement of Expenses Related to Work
With the reference to the reimbursement of expenses related to work, a basic principle applies whereby such expenses must be reimbursed to employees if they in fact incurred such. The ERA determines that the employer must ensure employees the reimbursement of meal expenses during the work, for travel expenses to and from the work, and of expenses employees incurred during business trips while performing tasks related to work. In accordance with the second paragraph of the Article 130 of the ERA, if the amount of the reimbursement of expenses is not determined by a general collective agreement, it must be determined by an executive regulation. In view of the fact that an executive regulation is an authoritative act of the state, the above-cited provision can be understood such that the state protects employees in cases in which the social partners did not agree on the amount of the reimbursement of expenses to the employees. The employers criticize the statutory regulation of the reimbursement of expenses for meals during the work and travel expenses to and from the work, as, in their opinion, recognizing such expenses to employees has a negative influence on their competitiveness on the international market, as such expenses are not determined by law in other members states of the European Union and the reimbursement of expenses to employees is therefore not obligatory.
Other Payments Determined by Collective Agreements
Certain payments to employees are not determined by the ERA, they are, however, recognized to employees on the basis of collective agreements.
Allowance for Living Apart from One's Family
An employee is entitled to an allowance for living apart from one's family if he or she lives away from his or her permanent or temporary residence because of work. The allowance for living apart from one's family is intended to cover expenses for accommodation and meals while the employee lives away from his or her permanent or temporary residence. Collective agreements or an employment contract may determine the amount of such allowance, and the period of time and the distance from the employee's permanent or temporary residence that are required for such allowance to be recognized.
Bonuses Based on Years of Service
The ERA does not determine any bonus based on years of service; such bonus is, however, determined in collective agreements. The bonus based on years of service is, as a general rule, recognized for either 10, 20, 30, or 40 years of service with the last employer.
Solidarity Allowance
As a general rule, collective agreements provide for solidarity allowances for employees and their family members in cases of accidents and longer illnesses. Collective agreements precisely determine in what instances employees are entitled to such allowance, who is considered an employee's family member, and what the amount of such allowance is to be.
Employment Contracts and Reimbursements
Provisions on reimbursement are obligatory components of each employment contract, as reimbursement is one of the fundamental rights of employees. The obligatory components of an employment contract are determined in Article 29 of the ERA. An employment contract is a pecuniary contract. Thus, one of the obligatory components of the employment contract is the provision on the amount of the employee's basic salary expressed in Euros, which the employee is entitled to in accordance with the employment contract, the provision on the part of the salary based on job performance and extra payments, as well as the provision on the payment for positive business performance and other additional payments, if such are agreed.
Provisions on the Amount of the Basic Salary
Employment contracts must contain a provision on the amount of the employee's basic salary, which must be expressed in Euros. The basic salary of an employee is determined in accordance with the classification of his or her job position in the tariff classification in the relevant collective agreement. If the employee does not achieve the required work results, his or her basic salary may be lower; nevertheless, it may not be lower than the minimum salary determined by the law.
Other Additional Payments
Other additional payments may be provided to employees in a manner as stipulated in the employment contract regarding the nature of his or her work and the existing practice. Other additional payments are payments in kind, e.g. the use of a vehicle for personal purposes, accommodation, securities (shares) or business shares, money. Other additional payments are provided to employees on the basis of collective agreements, or they may be stipulated in the employment contract.
Provisions on Other Components of the Salary, on the Payment Intervals, on the Day of Payment, and on the Manner of Paying the Salary
Other components of the salary are part of the salary based on job performance, extra payments, and the payment for positive business performance. The second paragraph of Article 29 of the ERA determines that these payments must not be stipulated in the employment contract, but the parties may refer to the laws, collective agreements, or the employer′s general act. Provided that the parties to the employment contract refer to the above-mentioned acts, they must precisely state the titles of these acts, the date of their publication, and where they were published, so that the employee may at anytime review their content. The provisions of the above-mentioned acts to which the employment contract refers are deemed components of the employment contract, which entails that any amendment to the law, collective agreement, or employer's general act does not affect the rights determined in the employment contract, i.e. the employee must retain all the rights which are stipulated in the employment contract if they are more favorable for the employee (Article 49 of the ERA). However, if the provisions of the amended acts are more favorable for the employee, they do apply.
Payment Intervals
The salary must be paid to employees in payment intervals which may not be longer than one month. The salary must be paid at the latest on the 18th day in the month for the previous month. If the day of the payment is not a working day, the salary must be paid at least on the first following working day of the employer (Article 134 of the ERA). The most common manner of paying the salary is payment to the employee′s bank account, which is laid down in the employment contract. The provisions on payment intervals are important from the point of view of the predictability and regularity of payments so that the employees may plan their expenses accordingly.
Conclusion
In every country the salary system is an important segment of the regulation of macroeconomic relations and of employment relations between employees and employers. In the Republic of Slovenia, statutory provisions lay down minimum standards of remuneration, which may be further developed in collective bargaining agreements between social partners by determining more rights for employees. Furthermore, the complete freedom of determining more favorable rights for employees is left to employers and employees, who may agree on a higher salary or more favorable other additional payments in an employment contract. The autonomy of contracting parties is, however, restricted by a minimum salary determined by law and by the provision that the salary must always be paid in the form of money. This does not apply for other payments which may be paid to the employees in kind, in securities, business shares, or money. In practice, other additional payments are being used increasingly; however, the development of these is slow due to the taxation obligations and those for paying various contributions. According to the taxation regulation, other additional payments are regarded as bonuses and for all bonuses and other income stemming from the employment relation (except for a few exceptions) employers must pay taxes and contributions. According to the present regulation, however, irrespective of the fact that taxes and contributions must be paid from such payments, they are not considered when the pension basis is calculated. Rado Bohnic is a Rector of the University of Primorska and full professor at the Faculty of Social Sciences, University of Ljubljana, Slovenia. He has published over 200 scientific and professional articles, discussions and commentaries, as well as cooperated in numerous symposia at home as well as abroad. He has cooperated in numerous international scientific research projects and exchange programmes. He has research and pedagogical experiences in numerous universities, notably in the United States, Austria, Sweden, Netherlands and so forth.
